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ALPERN ROSENTHAL

INSPIRING OPPORTUNITIES

Independent Auditors’ Report ‘

To the Board of Directors and Stockholder
Grant Street Securities, Inc.
Pittsburgh, Pennsylvania

We have audited the accompanying statement of financial condition of Grant Street
Securities, Inc. (a wholly owned subsidiary of Grant Street Group, Inc.) as of
December 31, 2003. This financial statement is the responsibility of the Company’s
management. Our responsibility is to express an opinion on this financial statement based
on our audit. '

We conducted our audit in accordance with auditing standards generally accepted in
the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the statement of financial condition is free of material

-misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the statement of financial condition. An audit also includes
assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall statement of financial condition presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly,
in all material respects, the financial position of Grant Street Securities, Inc. at
December 31, 2003, in conformity with accounting principles generally accepted in the
United States.

CZ)@QM/N KOW

January 22, 2004

Certified Public Accountants and Business Advisors

BeRrotessional Lorporation |

ifth Avenue _ Pittsburgh, P

prarner Centre, Suite 400

2222408




GRANT STREET SECURITIES, INC.

Statement of Financial Condition

December 31, 2003

ASSETS
Cash and cash equivalents $ 98,672
Receivable from clearing broker. 21,824
Total Assets " | § 120,496
LIABILITIES AND STOCKHOLDER'S EQUITY
Liabilities
Other current liabilities $ 3,800
Stockholder's Equity 116,696
Total Liabilities and Stockholder's Equity 8 120,496

The accompanying notes are an integral part of this financial statement.
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GRANT STREET SECURITIES, INC.

Notes to the Statement of Financial Condition

Note 1 - Significant Accounting Policies

A. Reporting Entity

Grant Street Securities, Inc. (the Company), a Pennsylvania corporation, was
incorporated July 26, 1999 and is a wholly owned subsidiary of Grant Street Group, Inc.
(the Parent). The Company is a registered broker-dealer under the Securities Exchange Act
of 1934 and is a member of the National Association of Securities Dealers, Inc. (NASD}).

The Company is a fully disclosed introducing broker-dealer. The Company is permitted
to execute riskless principal transactions in certain types of securities with qualified broker-
dealers and institutional investors. Under such an arrangement, the Company is permitted to
execute securities trades and clear them through a clearing broker. The clearing broker
processes and settles the transactions and maintains detailed customer records.

The Company’ commenced its initial broker-dealer.activity with respect to municipal
bond trades in March 2000. The Parent conducted secondary auctions during March and
April 2000, for which the Company acted as the introducing broker-dealer. The Parent idled
its secondary market auction platform in May 2000 and has not conducted any trades since.
B. Estimates

‘The preparation of the statement of financial condition in conformity with generally
accepted  accounting principles requires management to make estimates and assumptions.
These estimates and assumptions affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the statement of financial
condition. Actual results could differ from those esttmates

C. Revenue Recognition

Commissions and related clearing expenses are recordecd on a trade-date basis as
securities transactions occur.

D. Cash Equivalents

Cash equivalents are highly liquid investments that are readily convertible to cash and
have original maturities of less than 90 days.

E. Receivable From Clearing Broker

Receivable from clearing broker represents amounts on deposit with the Company’s
clearing organization.
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GRANT STREET SECURITIES, INC.

Notes to the Statement of Financial Condition (Continued)

Note 1 - Significant Accounting Policies {Continued)
E. Receivable From Clearing Broker (Continued)

In November 2003, the clearing broker notified the Company that it was terminating its
. clearing services arrangement. The Company is currently searching for a new clearing
broker. ‘

Subsequent to December 31, 2003, the clearing broker returned the Company’s
deposit. ‘

F. Income Taxes -

The Company accounts for income taxes in accordance with Statement of Financial
Accounting Standards No. 109, Accounting for Income Taxes (SFAS No. 109). Under SFAS
No. 109, deferred tax assets and liabilities are recognized for future tax consequences
attributable to differences between the financial statement carrying amounts of existing
assets and liabilities and their respective tax basis.

The Company is included in the consolidated Federal income tax return of the Parent
and files a separate company state return. For financial statement purposes, the Company
calculates its income tax provision on a separate company basis in accordance with an
informal tax sharing agreement with its Parent. Deferred income taxes are provided for
temporary differences between the tax basis of an asset or liability and its reported amount
in the financial statements at the maximum statutory tax rate. Deferred tax assets are
provided for operating losses that are available to offset future taxable income.

At December 31, 2003, the Company had a net potential deferred tax asset of
approximately $32,000, consisting primarily of net operating losses. The Company has
approximately $71,000 in Federal and $89,000 in Pennsylvania net operating loss
carryforwards to offset future taxable income through 2023. A valuation allowance for the
entire asset has been established because realization is not considered likely.

Note 2 - Regulatory Requirements

The Company is subject to the Securities and Exchange Commission’s (SEC) Uniform Net
Capital Rule 15¢3-1 and is required to maintain minimum net capital of the greater of
6%% of aggregate indebtedness, as defined, or $5,000. Further, the ratio of aggregate
indebtedness to net capital is not to exceed 15 to 1. The Company is required to perform net
capital and aggregate indebtedness calculations on a guarterly basis. At December 31, 2003, the
Company had net capital, as defined, of $94,872 which was $89,872 in excess of its
December 31, 2003 net capital requirement of $5,000. In addition, the Company maintained an
aggregate indebtedness ratio of .04 to 1 at December 31, 2003.
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GRANT STREET SECURITIES, INC.

Notes to the Statement of Financial Condition {(Continued)

Note 2 - Regulatory Requirements (Continued)

In January 2002, the Company requested and received approval from the NASD to reduce
its minimum net capital requirement to $5,000. The Company requested the reduction because it
does not intend to do principal transactions, although it will continue to be authorized to conduct
riskless principal transactions.

Advances, dividend payments and other equity withdrawalﬁs are subject to certain
notification and other provisions of the net capital rules of the SEC.

The Company does not carry securities accounts for customers or perform custodial
functions relating to customer securities, and claims an exemption from SEC Rule 15¢3-3.
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